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- OATH OR AFFIRMATION :

Nathan A. Low

__, swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Sunrise Securities Corp.

as of

December 31, 20__02  are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

WW m -

This report** contains (chéék all 'a:pplicab'le 'Boxcs):

O OO0ORODOEERERAE

o

®O

MARCIA KUCHER,
Notary Public NOTARY
of New York No. 03.482'-;.’337!'7'6

Qualified In B
cate filed X County

in New Y,
commlssaon Explres Septogwc
(a) Facing page.

(b) Statement of Financial Condition.
(c) Statement of Income (Loss)..

_(d) Statement of ‘Changes in Financxal Condmon 3
(¢) Statement of Changes in Stockholders’ Eqmty or Parmcrs or Sole Pmpnetor s Capxtal

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
() Information Relating to the Possession or control Requirements Under Rule 15¢3-3. .
(3) A Reconciliation, including appropriate explananon of the Computation of Net Capital Under Rule 15c3 1 and the
"~ Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation berween the audited and unaudited Statements of Financial Condition with respect to mcthods of con-
solidation.

() An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report : R
(n) A report describing any material inadequacies found to exist or found to have existed since the daIe of the prevxous audit.

**For conditions of conﬁ_dential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




Eisner LLP
Elsner Accountants and Advisors

750 Third Avenue

New York, NY 10017-2703

Tel 212.949.8700 Fax 212.891.4100
www.eisnerlip.com

INDEPENDENT AUDITORS’ REPORT

To the Shareholder
Sunrise Securities Corp.
New York, New York

We have audited the accompanying statement of financial condition of Sunrise Securities Corp. (the
"Company") as of December 31, 2002, and the related statements of operations, changes in
shareholder's equity and cash flows for the year then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements enumerated above present fairly, in all material respects, the
financial position of Sunrise Securities Corp. as of December 31, 2002, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The schedule of computation of net capital is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 of the Securities and Exchange Commission. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a
whole.

Elarn LLP

New York, New York
January 17, 2002

Independent Member of Baker Tilly International
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SUNRISE SECURITIES CORP.

Statement of Financial Condition
December 31, 2002

ASSETS
Cash $ 75,121
Due from broker 152,298
Prepaid expenses and other assets 26,703

4,352

Equipment, net of accumulated depreciation of $178,217

$§ 258474
LIABILITIES

Accounts payable and accrued expenses $ 32,394

SHAREHOLDER’S EQUITY
Common stock, no par value; 200 shares authorized, 150 shares issued and outstanding 297,000
Additional paid-in capital 2,929,286
Accumulated deficit (3.000,206)
226,080
$ 258474

See notes to financial statements 2




SUNRISE SECURITIES CORP.

Statement of Operations
Year Ended December 31, 2002

Revenues:
Commissions and fees
Trading and investment gains, net

Expenses:
Employee compensation and benefits
Management fees
Clearance, floor brokerage, and commission expense
Communications
Professional fees
Interest and finance charges, net
Other operating expenses

Net loss

See notes to financial statements

$ 1,711,805

1,200

1,713,005

1,261,496
62,510
93,363

117,641
177,042
124,602

37.473

1,874,127

$_(161,122)




SUNRISE SECURITIES CORP.
Statement of Changes in Shareholder’s Equity

Common Stock

Number Additional
of Paid-in Accumulated

Shares  Amount Capital Deficit Total
Balance - January 1, 2002 150 $297,000 $ 2,861,092 $(2,839,084) $ 319,008
Contributions 250,000 250,000
Distribution (181,806) (181,806)
Net loss (161.122) (161,122)
Balance - December 31,2002 150  $297,000 § 2,929,286 § (3,000,206) $_ 226,080

See notes to financial statements 4




SUNRISE SECURITIES CORP.

Statement of Cash Flows
Year Ended December 31, 2002

Gash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization
Fees received in the form of securities distributed to shareholder
Changes in:

Due from broker

Prepaid expenses and other assets

Accounts payable and accrued expenses

Net cash used in operating activities

Cash flows from investing activities:
Purchases of equipment

Cash flows from financing activities:
Contributions from shareholder
Subordinated loan - borrowing
Subordinated loan - repayment
Net cash provided by financing activities

Net decrease in cash
Cash at beginning of year

Cash at end of year
Supplemental disclosures of cash flow information:
Interest paid

Taxes paid

Non-cash financing transaction:
Distribution of securities to shareholder

See notes to financial statements

$ (161,122)
4,600
(181,806)
45,641
674
(1,370)
(293.383)
(1,835)
250,000
5,000,000
(5,000,000)
250,000
(45,218)
120,339
$ 75121
$ 572
$ 400
$ 181,806




SUNRISE SECURITIES CORP.

Notes to Financial Statements
December 31, 2002

NOTE A - BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

(1]

(2]

(3]

[4

(5]

[6]

Business:

Sunrise Securities Corp. (the "Company") is a registered broker/dealer that clears all of its securities
transactions through a correspondent broker on a fully disclosed basis. Accordingly, the Company claims
exemption from the requirements of Rule 15¢3-3.

The Company has incurred recurring losses, which has been funded by shareholder contributions. During
2003, the sole shareholder of the Company intends to limit the extent of his compensation and/or continue
to contribute capital, as needed, to fund the working capita! requirements of the Company.

Securities transactions:

Securities transactions, commissions, revenues and expenses are recorded on a trade date basis.

Depreciation:

Depreciation of equipment is provided for by the straight-line method over estimated useful lives of five
years.

Securities owned:
Securities owned are stated at market value.

From time to time the Company earns fees in the form of securities, which, generally, are not readily
marketable. These securities are valued at fair value on the date they are earned. Thereafter, any increase
or decrease in value during the time the securities are held by the Company is reflecied in trading and
investment losses, net. During 2002, the Company received fees of $372,406 in the form of securities.

Income taxes:

The Company has elected to be taxed as an S corporation under the Internal Revenue Code. A similar
election was made for state tax purposes. Net income is directly taxable to the shareholder of the Company
for federal and state purposes. The Company is subject to New York City corporation taxes.

Use of estimates:

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from those estimates, and these
differences could be material.

NOTE B - RELATED PARTY TRANSACTIONS

in 2002, the Company paid management fees aggregating $62,510 o an affiliate for management and office
services. Such affiliate is wholly owned by the sole shareholder of the Company.

During 2002, the Company borrowed $5,000,000 from its sole shareholder pursuant to a temporary subordination
agreement, which was repaid. Interest and other finance charges amounted to $146,000.

In 2002, the Company distributed $181,806 in fair value of securities to its sole shareholder.




SUNRISE SECURITIES CORP.

Notes to Financial Statements
December 31, 2002

NoTEe C - INCOME TAXES

Deferred tax assets at December 31, 2002 which amount to $268,000, represent the New York City tax effect of
$265,000 related to net operating loss carryforwards and $3,000 related to cash to accrual adjustments, which
has been fully reserved. The change in the valuation allowance from 2001 amounts to an increase of $13,000.
As of December 31, 2002, the Company has net operating loss carryforwards of $2,994,000, which expire
through 2022.

NOTE D - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to
net capital, both as defined, shall not exceed 15 to 1. At December 31, 2002 the Company had net capital of
approximately $195,000 as compared to net capital requirements of $100,000.

NOTE E - OFF-BALANCE-SHEET RISK AND CONCENTRATION OF CREDIT RiSK

As a nonclearing broker, the Company has its customers’ transactions cleared through another broker/dealer
pursuant to a clearance agreement. Nonperformance by its customers in fulfilling their contractual obligations to
the clearing broker may expose the Company to risk and potential loss. The Company regularly monitors the
activity in its customer accounts for compliance with margin requirements. The Company utilizes a clearing
broker that is highly capitalized and is a member of major securities exchanges.

In the normal course of business, the Company enters into transactions in various financial instruments with off-
balance-sheet risk. These risks include both market and credit risk, which may be in excess of the amounts
recognized in the statement of financial condition.

The Company's securities owned are held in custodial accounts by its clearing broker. The entire amount due
from broker is from the same clearing broker.
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SUNRISE SECURITIES CORP.

Schedule of Computation of Net Capital
December 31, 2002

Total shareholder’s equity
Deductions:

Prepaid expenses and other assets
Equipment, net

Net capital

Aggregate indebtedness:
Accounts payable and accrued expenses

Percentage of aggregate indebtedness to net capital

Minimum capital required

Excess of net capital over minimum requirement

There are no material differences between the above computation of net capital and the

corresponding computation prepared by the Company as of the same date in its unaudited
Part Il A FOCUS Report filing.

See notes to financial statements

$ 226,080

26,703

4,352

— 31,055
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY RULE 17a-5

To the Shareholder
Sunrise Securities Corp.
New York, New York

In planning and performing our audit of the financial statements and supplemental schedule of
Sunrise Securities Corp. (the "Company") for the year ended December 31, 2002, we considered its
internal control, including control activities for safeguarding securities, in order to determine our
auditing procedures for the purpose of expressing our opinion on the financial statements and not to
provide assurance on the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission ("Commission"),
we have made a study of the practices and procedures followed by the Company including tests of
such practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g)
in making the periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3 of the
Securities and Exchange Commission.

Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, we did not review the practices and procedures followed by
the Company in any of the following:

1. Making guarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Rule 17a-13

3. Complying with the requirements for prompt payments for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are required to assess the expected benefits and related
costs of controls and of the practices and procedures referred to in the preceding paragraph and to
assess whether those practices and procedures can be expected to achieve the Commission’s
above-mentioned objectives. Two of the objectives of internal control and the practices and
procedures are to provide management with reasonable, but not absolute, assurance that assets for
which the Company has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management's authorization and
recorded properly to permit the preparation of financial statements in accordance with accounting
principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices and procedures referred to above,

“error or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.




Eisner

Our consideration of the internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate at December 31, 2001, to meet the
Commission’s objectives.

Our opinion regarding the adequacy of the Company’s practices and procedures as stated in the
preceding paragraph recognizes that it is not practicable in a company the size of Sunrise Securities
Corp. to achieve all the divisions of duties and cross-checks generally included in a system of internal
control, and alternatively, greater reliance must be placed on surveillance by management.

This report is intended solely for the use of management, the Securities and Exchange Commission,
the National Association of Securities Dealers, Inc., and other regutatory agencies which rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers and is not intended to be and should not be used by anyone other than these specified
panties.

New York, New York
January 17, 2002
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